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1. Recent Notification of Findings and Recommendations (NFRs) by the Chief Financial
Officer Act audit document the need for improvements in the Coast Guard’s environmental
liability estimation standards, policies, and procedures.

2. The FY-05 audit resulted in three NFRs with recommendations for resolution. Generally, the
NFRs recommend that the Coast Guard implement the following:

a) Establish uniform standards for defining, estimating, and managing shore facility
environmental liabilities, including lighthouses and small arms firing ranges, and provide
training to estimators on the application of those standards.

b) Develop and implement policies and procedures to review shore facility project
estimates independent of estimates selected for the annual CFO Act Audit:

¢) Develop and implement policies and procedures for the use of expenditures rather
than obligations in determining the financial data recorded in the general ledger.

d) Determine and apply appropriate escalation index and contingency factors to shore
project estimates.

3. The enclosed Shore Facility Environmental Liability Policy and accompanying forms present
a comprehensive approach to establishment of standards, policies, and procedures. This Policy is
effective immediately and it is imperative that the Coast Guard implement and follow it in all
environmental liability estimates no matter when actual clean up will occur. Internal control
procedures established within the policy will be used to monitor the implementation.

4. Resolution of the NFRs is a priority for the Coast Guard. Your support on these procedures
is critical to resolving the NFRs in a timely manner. If you have any questions, the POC is

Russell Frum, 202-267-1944.
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Enclosures: (1) Shore Facility Environmental Liability Policy
' (2) FY200x Shore Facility Environmental Liability Estimate (ELE) Sheet

(3) Environmental Liability Estimation Checklist/Summary
(4) Estimate Work Sheets
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